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would probably bring about an increase in mortgage activity during the last half 

of 1948. This increase in the national average was delayed until the last quar- 
ter, but during October, November and December of 1948 the mortgage index re- 
covered part of its losses of the preceding nine months. 


|: September 1948 we stated that new inflationary measures by the government 


For the year, however, mortgage activity was down from the 1947 level, Of the 
cities covered by the following charts, only four showed rising mortgage activity 
during last year. They were Atlanta, Boston, Cambridge and Syracuse. Of these 
four, the three Eastern cities remained below the national average, despite their 
rises; Atlanta, on the other hand, remained well above the national average. 


The seven cities that showed a more or less sideways movement in 1948 were, 
for the most part, located in the East and Midwest. Portland, Oregon, and Houston, 
Texas, were the only exceptions. The other five cities that just about stayed even 
were: Manhattan, Jersey City, Philadelphia, South Bend, and St. Louis, All of the 
other cities studied in this survey showed a declining trend in mortgage activity 
during 1948. 





As was true last September, most of the cities that reported above average ac- 
tivity were in the West and South, those reporting average activity were in the Mid- 
west, and those with below average activity were located in the East. 


The three cities with the highest mortgage activity were Los Angeles, Miami 
and Oklahoma City, while the three lowest cities were Brooklyn, Boston and Chicago, 


Interesting comparisons can be made between several sets of cities. For in- 
stance, although Boston and Cambridge are both below the national average, Cam- 
bridge has shown much higher activity for the last eight or nine years, Cleveland 
had a much more stable year than did Detroit, where the slump was quite pro- 
nounced, or Chicago, where the activity index has consistently been below the na- 
tional average. Kansas City, Missouri, has been running below the national average 
for quite some time, while St. Louis has been slightly above. Despite the Houston 
boom, mortgage activity has been running higher in Dallas. This is not written to 
belittle Houston’s boom which has been, and still is, tremendous; however, the 
mortgage figures from Dallas, when adjusted for population differences, give that 
city an edge in this phase of activity. 


In the Far West, Los Angeles continues to stay far above the national average, 
(cont. on page 154) 
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MORTGAGE ACTIVITY CONTINUES TO DROP 
(cont. from page 153) 


In fact, Los Angeles’ activity has been the highest in the country during the entire 
time spanned by the charts, Oakland, San Diego and San Francisco, while not so 
spectacular as the larger Californian city, have, for the most part, been well above 
average. Farther north, Portland and Seattle have both failed to show unusual ac- 
tivity. It should be remembered, however, that all of the high activity cities showed 
declines during 1948 except Atlanta, where a gain was recorded, and Houston, which 
just about stayed even with 1947. 


The figures for Dallas, Texas, Yonkers and Syracuse, New York, are made up 
of new mortgages only. This is a revision in the case of Syracuse which, due to in- 
clusion of renewals, showed a much higher activity in the September 1948 survey. 


The chart for Queens County, New York, was also changed, In the September 
report we charted only mortgages of $10,000 and over, The present data which are 
only available for two years include all mortgages. It will be noticed that the scale 
on the Queens chart has been drastically changed, Unfortunately, the information 
on the Bronx is not up to date. The necessary data were not available at the time 
for this report. We are endeavoring to secure these data and hope to have the 
Bronx activity index up to date by the time this report is next published. We be- 
lieve that, although there may be some minor recoveries, mortgage activity will 
continue its slowly declining trend during the balance of the year, 


BUILDING MATERIAL PRICES DECLINE 


INCE reaching an all-time peak in late August 1948 the wholesale price index 
S of building materials has been declining slowly. The index is now about 3-1/2 

per centbelow the peak, The latestdecline, which beganin early March 1949, 
has continued for four weeks and the index is now virtually at the point it occupied 
in the middle of April 1948. 


We believe that this decline in building material prices will continue and that 
it will become more pronounced toward the end of this year. By late 1949 or early 
1950 it would not be surprising to see this index near the level it occupied during the 


middle of 1947, This would represent a drop from the peak of between 10 and 12 per 
cent, 


Production of major building materials during January 1949 was for the most 
part above the January 1948 rate. Two notable exceptions were lumber and asphalt 
roofing. In both cases, however, the decreased production was compensated for by 
continuing increases in manufacturers’ and dealers’ inventories. 


As building material prices continue to decline, a greater number of high cost, 
marginal producers will be forced out of the field. This is particularly true in the 
case of lumber and wood products where the demand has been great enough to sup- 
port a considerable number of marginal mills. 





: 
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Apparently, with the exception of occasional “spot” shortages, building mate- 
rials will be in ample supply for some time to come, 
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IS CONFIDENCE REALLY SLIPPING? 


HE index below is a very simple indicator of business confidence, or rather 
the confidence of informed investors regarding the business outlook, It was 
devised by the late General Leonard Ayres of the Cleveland Trust Company. 


The index is derived by dividing the yields of Aaa bonds by the yields of Baa 
bonds, During the upswing and at the top of a business boom, investors frequently 
regard the issues of weaker corporations almost as favorably as they do those of 
the stronger corporations. Consequently, they bid up the price of the lower grade 
bonds until their yields are very little greater than those of the top grade bonds. 


As business conditions show signs of worsening, investors begin to lose confi- 
dence in the weaker issues, They become more interested in safety of investment 
than in the higher return, When this attitude develops the price on the Baa bonds 
begins to drop and the yield begins to rise. 


The chart below suggests that the yields of Baa bonds have been rising, which 
indicates a decline in the prices of these bonds, Whether or not this is a sure sign 


of weakening confidence of investors, we are not certain, but we strongly suspect 
that it is. 


The comparatively recent peak of confidence was reached in January 1946, This 
peak of 84.4 was the highest reached during the life of the chart. Since early 1946 
the index has been declining except for two brief recoveries, the last of which ended 
in November 1948, At the end of the first quarter of 1949 the index showed the 
lowest ebb of confidence since April 1945. 


We have shaded the two high areas of confidence on this chart to call attention 
to the similarity between the high confidence of the twenties and of the present 
period, While we would not go so far as to guess such a rapid deterioration of 
confidence as that which occurred in the early thirties, we believe that the index 
will show a downward trend for some time before it makes a major recovery. 
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REAL ESTATE HOLDINGS OF SAVINGS AND LOAN ASSOCIATIONS 


N the opposite page are shown the insured mortgage holdings of 19 of the 22 
C) largest savings and loan companies from 1935 through 1948, The blue line 

running through the chart indicates the percentage relationship between in- 
sured mortgages and total mortgage volume. In other words, in 1948, 29.4% of all 
mortgages held by these 19 associations were insured mortgages. 


In comparing these real estate holdings with the holdings of the 20 largest in- 
surance companies (Real Estate Analyst - March 1949) we find that the total guar- 
anteed mortgages held by the 20 insurance companies are roughly ten times the 
amount held by the 19 savings and loan associations, It will also be noticed that 
of the guaranteed loans held by the 20 insurance companies, only 27% are VA loans 
and 73% are FHA, while 60% of the guaranteed loans held by the 19 associations 
are VA and only 30% are FHA. This difference in the proportion of these two types 
of loans is easily understandable since the insurance companies go in rather heavily 
for the larger projects handled through the FHA. On the other hand, the savings 
and loan associations devote their activities almost entirely to financing single- 
family dwellings. 


It is readily apparent from this chart that the savings and loan associations, like 
the insurance companies, are filling a sizable portion of their portfolios with guar- 
anteed loans, 


Analysis of the table on page 163 indicates that perhaps the savings and loan 
associations’ desire for guaranteed loans is declining somewhat. Of the new loans 
made during 1946 by the associations, 62% were government insured and in 1947, 
70% of new loans were government insured, In 1948, however, only 47% of the new 
loans made by these 19 associations were insured loans, 


This slowdown in the percentage relationship of insured loans to total loans is 
broken down still further, In 1946, new FHA loans showed a decrease; however, 
in 1947 new FHA loans accounted for 14% of the new business and in 1948, 16%. 
During this same three-year span new VA loans represented 62% of new business 
in 1946, 56% in 1947, and only 28% in 1948. This decline in the percentage of VA 
loans underscores statements of the last few months that VA loans are finding 
fewer and fewer takers because of their very low return, 


As is the case in the study on insurance companies, it should be remembered 
that the charts and table are expressed in terms of dollar value. 


Some rather drastic changes have taken place within the portfolios of these as- 
sociations since 1940, In that year the portfolio amounted to $330.8 million, with a 
fraction over 3% being insured loans, Quite naturally, during the war the portfolio 
grew very Slowly and from 1942 to 1943 even diminished slightly. 


The high mortgage activity and inflation following the war, however, quickly 
built the total mortgage amount up to $653.2 million, an increase of 80%. The 
inflation of construction costs was no doubt more responsible for this buildup than 
was any increase in the actual number of loans. During the 1940 to 1948 period the 


amount of insured loans increased from $10.1 million to $192.1 million, a rise of 
over 1800%, 
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ASSETS OF 19 OF THE 22 LARGEST SAVINGS AND 
LOAN ASSOCIATIONS 









































































































































R, E, Mort- 
Owned gage Insured Mortgages 
Total R. E. as % Port- as % of 
6 Assets Owned of folio FHA VA Mortgage 
Year 000’s 000’s Assets 000’s 000’s 000’s Portfolio 
1935 $308,769 | $29,361 9.51% $225,703 |} $ 142 /$ -- 0.06% 
1936 319,752 31,628 9.89 238,950 1,332 oe 0.56 
1937 335,702 28,145 8.38 256,837 3,918 oo 1.53 
1938 352,035 27,914 7.93 270,107 4,859 = 1,80 
1939 378,736 24,863 6.56 294 664 7,212 -- 2.45 
1940 413,423 22,027 5.33 330,802 10,124 -- 3.06 
1941 440,932 17,267 3.92 363,280 14,826 oo 4.08 
1942 454 256 13,580 2.99 363,391 17,099 oo 4.71 
1943 506,930 9.413 1,86 362,423 29,684 -- 8.19 
1944 592,344 6,261 1,06 367,800 34,782 “7 9.46 
1945 618,197 4,241 0.69 396,644 34,671 6,784 10.45 
1946 759,941 1,700 0.22 486,819 32,317 62,646 19,51 
1947 830,979 1,469 0.18 579,017 45,252 114,124 27.53 
1948 885,968 874 0.10 653,243 57,322 134,826 29.41 
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SAVINGS AND LOAN ASSOCIATIONS 
| | | | | | | 
| 4 + + + + + + + ~ 50 
") 
‘a ;, 
| 
q } + 4 +——— + + + ——+ + co 40 4 
PERCENTAGE OF “ 
- TOTAL ASSETS a 
; REAL ESTATE | a 
: 6b f . +--+ +——+-_— ++ 0 0 
0 - 
- . 
) . 
q } ; 
= | i J 
ri | _— | | +. # 5 aes 
U | | 
14 | | | 
| ¥ | | 
| | | 
2 + \ jt — + 
* | » | 
e 1935 : 36 - ‘37 ‘38 ‘39 1940 4) 42 43 ‘a4 1945 ‘46 ‘47 010% ‘49 : 1950 








~ 163 




















60 
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MARRIAGE RESERVE RAPIDLY FALLING 


the rise and fall of the accumulated marriage reserve of Metropolitan St. 
Louis. By marriage reserve we mean the accumulated total of marriages that 
should take place but, for some reason, do not, The reason that these marriages 
do not take place is, for the most part, depressed or falling business conditions. 


fF IFTEEN years ago in April 1934 we published our first attempt at charting 


As conditions improve, the marriage rate begins to increase and most of the 
deferred marriages take place, using up the reserve, The significance of a large 
marriage reserve lies in the fact that this pool of deferred marriages represents 
a potential demand for housing, furniture, household goods, and the myriad of other 
articles new families require. As the reserve is released, its size particularly 
influences the real estate market by its demand for additional housing. 


If the size of the reserve was small, the effect of its release would scarcely 
be felt, but in a severe depression like the one in the thirties, the cumulative ef- 
fect of a halved marriage rate is tremendous. In fact, as the marriage reserve 
is released, severe housing shortages develop and building booms get under way. 
A housing shortage developed in 1904, again in 1919, and again during the present 
real estate boom. Each of these housing shortages was followed by an extended 
period of high construction activity. 


The chart on page 166 shows our latest attempt at illustrating the accumula- 
tion and depletion of marriage reserves in the St. Louis Metropolitan Area from 
1882 to the present. Notice that the reserve built up quite rapidly following the 
depression of 1893 and 1894 and as conditions began improving in the early 1900’s 
the reserve started to dwindle. The Panic of 1907 caused a halt in the depletion 
of the reserve and World War I caused the creation of another small peak, Follow- 
ing the war, however, boom conditions brought about a rapid depletion of the re- 
serve until it reached an all-time low in 1924 and 1925. 


As the boom of the twenties came to an end, deferred marriages rapidly caused 
an accumulated reserve that reached an astronomical peak in 1939. Since then, 
for the last ten years the reserve has been falling precipitously. This last fall of 
the marriage reserve was checked briefly in 1944 and 1945 when so many men of 
marriageable age were out of the area, 


While these figures are for the St, Louis Metropolitan Area, we believe that the 
accumulation and absorption of the marriage reserve in other cities has been simi- 
lar to that shown in the St. Louis Area. We have studied the marriage rate in over 
twenty large cities and have found a striking similarity to the St. Louis figures. 


It is difficult to guess correctly what the immediate course of the marriage re- 
serve line will be, but it appears to us that some time in the near future it will 
start to build up rather rapidly. Once started, we believe that the reserve will 
continue to accumulate until possibly the late fifties or early sixties, when large 


real estate boom, 


| reat en of deferred marriages will begin taking place to give impetus to the next 
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